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tw w *r ftrer «ps «rwft £ fared frs artnr tfcm w*r w 1 

wt art wil 

‘•V pa rate Paging Is given to this Part in order that il may be filed as a 

separate crtnpilatim 


Tai’fi ifrpw 

(TfT-fi ’tTT'r franr ) 

7 bM'Ht, mss 
thTst 

nr.qrrfq. no 9 (w): —*rr^ toot % srn.fr srif fr*n»r 
■fit Wf-STO'? ST T^TTrf^frftlT stfSOJ^tl ’T. 4ff. W. fit. 1 l.i(!T), 
TiTfa Lt> TPTT' 1972 % Tferr snpff Stfafa-CT, 1956 

{i95o^r i)sir urn 227 ‘4 tthri (ssi) am w wf-mt 
■VI ST 7 T<T ar-'f S'" SlV TlT^r rf ttr-W .5 5 l(W,>, ftinst 
7 ftTinT. 19 7 5 nr rrfunRr smr ?rf, ’fort? uq nrm % n4ar 
it ftp;? i??r tTStant's r q*f tqrm m S' si Tt sf ^ tt 
nr qf S, stV qrprfipff sr m "pt * mu if, fartref m snfn 
tut cftTi ft. -qV TTf t w^qfan fwff <ff ■rim vnxfrq 
nsrrrnx n'vfrr [tt ^rdi sprra n zff vrferiWr, 1919 (1949 
sq as) $ rrdte qrti fanti qqr S] 3r qrprtf r~A v , rart f T l 
T.'mr fafer qTs iTrqttrfafr mrnt ns t, tt-jEt -- 

1 - nfifm qrq. *tpj ijtTr stir qrror 

t 1 ) vrt sTf^n sir qfwn wr fwqfsr sr> n; vnfr 

(ilnmwi; fvqti) m%5T, 1985$ I 

(2) ( 41 ) rn q : fs7 ".fr TTT.fl' 41 T, PtoT qpPkT ST^pfi 
stfePrvrr, lust., ( 19 5k s?f 1 ) 4i rtra 591 *f 


qfnrr(¥r ft^fi nrnr ' 4 i' t. ~A frmfafa'q 
if 4 "ST SI qftw if nff if ’.VI 57i ITTSTT^I 
ST^fl if .nn fffflt, smfw :- - 
t 1 ) hrfiw’rw, ’rm qi 
( 1) imri sn=[f sfrr 7,7rsn qnq S ,T nl; 

(.'!) ~n<tlT; sfa 

( i) fmrm, fafatrn, si?, fnfj n qr^nirs: 
qqfqttr TYmsfcff srr STnr r 1 

(nr) stt frirqf7qfijrr qff *tPr ; r.fl ifTnt- 

fi) ss-srin' 14pT'M'TiM’ silrrfi-.'qq, 1949 1 14 14 -rrr 
m) sff ttirr s T ^ (q) if qp irrfqs- srit 
ffrtnTf Si'Ptff: 1 

(ii) qTqrfr Tffttfrqq, iy5b ( 1956 T7i I 'W tTf^l 

2(51) if qfvqifqfr s:v£ f.qr vori-, ifir- 

(iii) rtf 41 l 7 r?r »,Tqrfr >qf.Tfrm. 1 *» s« 

i 1956 sn 1 ) 4l vTfn 25 44 Tpfrq tr tr Tvif sr 
It-; ’tiH#^ ft cf ?[ .1 

(5) qff i qqrsn:, mu 6 nr qfrt ?>tr 1 
!. qfntrqnf : 
t, 7 r ?n^r if ,— 


^486 GI/88 


( 1 ) 
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(-17) "fai %i", "faf*" Al '''ri^FTpTA Agfejl T*wfV” A 
j;fr writ mAir ft 4r FfrTr Yr at ^7,vs 

A 3T nTscsii 4 tt 4 tot, 4 a; at T <: tJ- 

- 5 -;m A TiTOT ir fprf ft, ftfffA e[TT[ Tf 3 t 4 tt 

wfwri?ri^vt % ttN' w !fw ttpt =dtt.' * Ik Jn4 4 
t!A»T faff fafifTO TOfst % faj ferRl «p; fAfft Ofm 
■nEr Tl 'tTfaTOT tRT( ffiTT TM'o tf.At, 1 ?,'. TOR 
5 rrd tt, to k.j spa ^ m rar srr^r 7; f.rfroi 
sm -n f44r to Tffi Alfa 4, 4r fA tot 4 -rurAr r 
AY 314 , wcarfw A) at jfr. tot tot 5 777 : 
ArA, TO atp tot 7 =? toppA 771 | firw 
toxr arctH: wAr ttto % Pitt fim tAto tor 

4k TO TOT TOT TO ft ; 

(w) "fAr 77 m,” 4 TT^fr armr wm At faifr oAra. 

TlfelTO *77 fAl 4, TOT 5777 77 vftzzm 77777 

77 toto, fAro titot Jr qat gf ft nfrr ~a4 troVk 

, AA AY i'ifr TTPT'fi" TTi'Tf ft, At 777 T1 TTijf f4tT- 
fm 4k tT.TOTOT 57 ft-tfriT % 77 ,^ 7 ,-r if rffY 
^1* 

(IT) "fefATO TORT Tf (Tjfr ^PTrfT 77.7777 k Af AAts7 

777 ftrfft titt TTWIT srrr ar Rrrfl' TOata TrftiarTor 

7n AtTt F^tt «T.r 51 fij, AlTTAf, f-inm. 

ttTOk *rrAf, fiprA totcT TOfftiv 57 , t ttto 
P' ir f.j i7«rfer Ar to f44a irPTCrfr 4 3777 to 
toto 77 ttttot 7 ft. ti * ^T^-ifTTfr^f ; 

(’7 1 "PffcTt^r TOT;" 4 7TO TTcT'f,' Tf'iTTT fc iff '-ft ^JfT 
■7^,-1 W. ibAH (1^4.'? T, 63) if 'TfATTriT ffTTl 
l-Ti -.'HITT ,'l if 7f.fl' | : 

(5 > ’’wt 7PPTf” if > fr =77717 trOri t I 37 ,- f.-Tr nrr^r 

‘t'l *3TW A !7K 7.7 (T n Tit ? 0 F7 f, cf 77 ( 77 

'-:tr€r tcitt*: *t< wrrer4t.fr % tt-t if F<t tt >?tt v. 

'f.i’Kr 7- Trrrfi' £ ; 

(^\ "!77f”?T T .»r 57tfrf(" if J-fl <7777A TTfififT 5r AT 7.W 
A Tj’Jtrr, m.r, Tfan 77 ,- Af ^,Ar %' =s-tA 
iraVOT A =577757)3; A TT4 ijf ft; 

(A.) ‘%)7t irj?r=ffi” if fifr ^crfr ?rr<7>ff ft wr % uni 
A Rr^ Prwf AqrAf. *jf4^r4f, TTfPrjrAf *tA tffr =vf 
ff.^TT sra'jer =f7Ar, ~T^ti -^.t arri--7 7377 Afr 3.777 
7r-Tf7 A 4777777 A 77-47 7js ff; 

(■?) “itrnit 577741" A TT7 ; RtTT7 4=TTT ft 4 f 4 T p 
7)7 4)7 Eftpf A 47)74,-r if ^rr rp fr i 

.(. A'=9T TCiW 47 477 fpqtS A =T7r .I 4ff 5 ^ 

fw F;K--A'aT47)«T47 5T7,- (tAEtT ST;1P 4=fr 477TT) A 744,4 

A 4=' A, ftr^wr 47 w/tTr srpT A ^rttr % Trr.-)f 47 4 
r f4T7 wit; feft k=f Ar wt Art 4,4 ttTp ftArr tt A 

fsPTi 5777=4 37.jf 7477 , 195(7 ( 195b' T77 l) 4. ETTP, 2^7 

4^)4 7347 ; grfr 4 ttAt: ffTt; if A ( 4 f yft^re pfr 
4r m4fr.5fr Trr 4 A) 1 ' ?P( 5 if =f 1 

t. 4ii Tf.'TTT 4r ftrtE if TTfwrf«nr ftnr wft TtA fYrr : 

4T=r “nff 4, ftrrm 74 wbr wr^ =4 jt4t 4 jtk if 
wrrfiAT'P 4r ErntJ 4 fAt.Tfsrfe Prr4 4 srA A vx: rrAoTri 
r>rr. xrafrr ■- - 


(r) fTR'fffTr, ^tt-t 44 mArr^nr J r7twff 4) tttt if,-- 

( 1 ) ttt 'Tpr-ft =5)4 fttfunTTf TfAr frAr 4 Rr^ HijRrT 

srfator vs 4jf & fjTTpfr 3F7nfa 'Tftm'TnrirP 

Pt=t 71 wfiTnff 4f fwfir nf f, wr xx 
frjnr wrfO'Tf 4f sttt 

WnAf qr 'EfferfT 7JITT TR- 4V Tf ft 4Vt 7,4 
4.4 Trfa TT 44 TfrffTTr TR TTTT JTT ft, 44 
Tfe fJ»rr ft 4r vtr ott ffWRfkAf 4 
Rjfer TrnfTTjfr «r t; 

( 2 ) ffsr Prtrrr ^fRwr if 4 f^f tit %’\ 4 ’-iVr 
JTTJ^DfPKTr T7T RTTT ^rftr fTTTT S’ fft ^T^' 3 ’TR77f 
TT TTfElTT artrfw fTqr Tfl'TT Rlfk"; 

(;t) TR 7 RTJ 4 #RT HTTf, ATlfr, t r 7 R=T 5 <j 4 f 

trftc T7R.' TfR-Rf 4 arrt if ^fwj,TT tt 

TrffRPf’T tJfH 57T rfi f ; 

( 4 ) ¥Tf d-rjt 4t-=t am TrTf7 4r srtefR tn=r 4 f=r=m. 

w*frft!T 4r =3fx4 =rrAt jrfAmrf 4 wrr^TTrr 

4Vt =3Tt 4 57ITRT 4r mrfrr 4 ttret 4 

Arr TTifcr t ? Tit Mfir At 3,41 nfAtniff 4 
TmT^iAf At ETA At ^4^.; 

( 5 ) RtT 'JAT-tt frfAA’ir'f 4 grp ,7 t 4 m4 tt vfrft 

tsfe-T =3ft=r 57, A A rnff^p 5 A ’7.4 RT f, 4 
wi y<f% ^rT if YmAAfi if wr*jN‘T tptow 
57T rff Tf- ft ? 

(fi) TO f43T 'rflc.TT Jpf TcTpp tff TTTsTT 4 TffTrT T=r 
TTuTlTr 3) 174't ft f=T7 rAtt flWpRR nunT-R: 
TO774 4'7r faraTfAi 4 -44=1 Ak 

ft ? <ft( TTfT 4 tj'-vf'-p r Tr ST|9TT =T^r ft, TT 
'[kr-lf «rr if feirr tttt ^r; vfft 4 mtrrr, 

4 A A fkff=r=T g!ff ^ Tfr Off ftRTT 4 3>SfTT 4 
sfit if, iffo ?rrfiTT7 At Ar ffAk q?r TtrAr Tffr r - r ,. 

(l) Iff? TTOTf if. TOpfV wfafror. 1 ')S r, ( 195 r, 

571 l) AV tfTTf 501 4 3fjr=7 r,J JJ.7 rf3[TTT if 

TfTi'arg TttrPTTff. mt rt tr Tw-nk 4 Ak/ 
tt TTTff srfoFf 'fT, i nse ( hi sc wrr i) AT 
■ arTTO .370 Ar tort; (iiy) A Tfafr-T 'rfA;nfTT 
=jb 4 tppw rAtt A train Ar TRfAff 4 Art 

rrfn*jT tu wPjt^er 3>m fqrr ft, Ar 7?r ffir 

tsrrAf 4 jttst Af tt tfk froan a«rr w" aarr 
s^Tfr TRoi A %.fi tt avro =?rrir 

=ti At | ; 

(s )r aff TOPfr 4 itttt 3 01 a tor m nq TtAF=r='i 

4 tjtVtJ TPTfaaf, T*ff *n tot 'tpttot At 

AVr/nr TOtaf wfirfn'TO, 195(7 ( 1956 Tl l) 

Ai' trr<i 370 A) ‘TOm (ug) A tftft.T art- 
vrttaa tot t to=t A?tt A wfw At TRFnrf At 
Art Atri aT wTEr^r auiT far ft at aar Pfr 
arAf 4 tot Ar =tt if)^ fjpptpr flk tiS hto 
1 =TRr w A feaf tt nfw=? aTTa arn>r 
TlAi- % ; 

(s») TI( 4 TVT3.TT, ft(7=7t tfiT-t. aTTf f ITT Af TJTTt 

At aAft' 4 trfqTt'i fen; »pr ft, ijfra-i At toAi 
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{ton 11 W3(i)] men 

Ct tot me ft eforTR me 7| ft toe 

strtsr ci tone to fftefftc-r to ^ tor 

eft eirr, to err creto ft ifW toe sem to 
«to<to % fto eftorew mere ftor ft ; 

(10) aer ftem, meto, ffttor me to name, 

WS toe etotot -JTO 7 ' OCT W« *TiffJTf to 
f, ft ee ft ftor toe me % feme ft fee cmV 
% wane toit naft crecre to etoft ft wccc 
etom tnmfem Proem tofter ftorom S ; 

(j i) *fiiT eisr toe erraftor % me cut erir, nrrftrto 
toe torrot % fame ft tftecipe, sft cnat tor 

fftea, 1950 (1956 CT l) to tm 301 % 

into eer err Ttoset'-rf) ft eftoa to a# 
ftftorrto er sgrerto ft steerem ft Port ao: ft toe 
3ft tore ewere ft eto ft eft ft toon fc 
faneere 50,000 aen (enot $are nee) m raft 
toft*, ft, re toato ee tor ctt ft to ftft eR, 
nnrfirtff, at fterft c Rtr ftorara araie a^a ftt- 
or mi toaftr ee, fare ee ato eerie % me er 
fterto ft tor toaem n ; e aware'! ft ere fee 
nrr ft, sam ft etot %v. Jjftitojen ft ■ 

( 12 ) am tofr meeto-tr er erffrare alter, ctor 
mato er iftne me err caerea faer net ft 
toe ctt gfft ft to', eft tof ft, to£ -ee*t 
ftarmi ft fftei ton ft ; 

( 1 : 1 ) eft atreto ft e-re % fasto totene fttf ft to 
en ertote tore ?rn ttrto toe etr to<mf, 
mr emT mptof etfErft'rtr, 1956 mt srrrr sk-c 
c rroton *rSe rtofe tortoe fttoi mi, 
in[t ^ enK ?f, eriTirrr toei rrat |, «jft n?rS, 
tft 'g^rnff mt ifffto mr enre 

(ia) to ermtor wrefte totontff iflr rmfr % tome 
tfre iw m toe, eer sr;e \% e.torn etor^l 
mr r?t S ; 

(j .*,) -mo mreto-ff ^ ttocr if, toemf rrator totoe me 
m tnrr'o if- Hmce %%' 25 CTer wr % nfac 
S, er toftoe fato ri m arm e^toer ^.-f-iT 
«te tot mi trefu if too; tore wto wto 

2 mere ere ft t 3 fjc S, cer w-ft mi' Tnm 
«mr tto mreen; mf eito mto 

wrefe; toncfftiT esto ^ ; 

{10) ‘srgt mrjfre rmrre ^ cmtoV mtotocm, 1950 
(1 956 mi 1) mf irret 209 (1) (t) % wto 
rnme wtotoi mi esn ttf,t toftc toet k, eft 
eer r(c m<ar afte wto^mr emto ato e'tf jr, 55 1 

(17) merr mpmff mtoa,- frto mfe -recier eue ifrer 
mrwt cr eetot tofaerfr % eie totor tooton 
me % me t^T S. *rft ft 'mtoe tofu 
mfr entoto ereq mtoi torn mi umnrr mf m^r 
?wmtwm sto mTcTvR mf errirmf; 

(ut) wt vrnt'FT, rm me, tome me, nfrmirm toe 
tjreprTjfm % 1 . 7 " if eftif totomre em‘4 


r r |3m vaTEnem 


to ~r n, totor e nto jt, ^ era ft 
tosR to meto % tor =ffRrr totoe cm to 
mffee nito^ to emrer to, eft d nr S to frit 
emret mtoe ci:m to ftoto to mtto ’eito'T ; 

( 10 ) mn eeftom ^ee e.^T toat ee fr." 

mrr gr ; eft oer S to mto; I'ltef to fetoS to 
mint ci fee ; 

( 20 ) mvr wft mm totftftoE mmt (feme ';-ti-to 
tokftee, 1995 (loss mr 1 ) to wer 9 ee 
meaTTr ( 1 ) 4; utc («r) 4r ’eepeife mre 
totofem m^tot t; eft eer S to err 'ttfe- 
ftee to sro 15 m ntoe totofte toe ftrtoi 
ertfttoe tos to to£ ft to f rrei en ^1 

(c) fter mmftt to amr if,— 

( 1 ) w (m) if ftftft^ net fttr, ■-;; Terere em 
?,Kt HC e are ?; ; 

1 2 ) eer meei % err eteftef toe mtoef tot erfeef, 
feme toe eT-fto totoctoe mee to, toe toffee 
crel e eetoe to eif eiefeef tor nrefee me4 
to eefr mere toe eeft mieere to errr % 
vrre, eftc(ee e^rfr S ; 

(:t) eei meqto ft ere eeft ni'ere toe '-reft mreeie 
ftf ejtft ft EqiPT eefte mi to >f ceir er qe 
tor ft trftce to ftrf r'fTTer eeft £ ; 

1 . 1 V 3er nsref ft mto fte cift toe mref ft Pee 
etoe'f tor ce ft etoie ee neffte reef ee 
irriftmem ftf efee frr e^ft toe mnto ft mere 
toe 3uft mreere to etoft ft mft? wntoftm 
fetore to eafft ftorere ft 1 

(e)' eerneft mreto to amr if,— 

(ii 5133 (m) ft frfifeei eto fee• me feme 
to met em ft cri k ; 

(2) ee< totoree ere c, eeeree fr.r ear ^ toe 
toe eft nin cr rj;?e rr^eye ft rfr eei srfft ft 
fee meant frer ear ft ; 

(e) ftor, fetour-T, ffte cj, frfr toe eterTfer e^fenr 

emto to enr ft,— 

( 1 ) im (m) ft fePTieir nov ftot, m.rfrre ti. 
CRt net ft err]; ft ; 

( 2 ) ; ear mrr nreft ft, fetor mmt ft ftee'f, fsft^ceft 

toe ¥Pr eft^fefr to fftefi % ree if efe^fr 
ft more ee mere, toe srfaere fee ft, eeft-e 
emfter toe efetog- r^ it" ff ; 

(:t) e-ti fee tie, ftoft -vi eierefem e^ffter fttoT^ft' 
tor ei^ fftrft fetor crjn ft reetof mi 
mT,eRn feet eel ft : 

(i) efe cmr fteeft, eftojfefti, feftmer toe nee 
ftofterftf cr to tor ee semt meer ft to mu 
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trsimtf #c % tr*rfeer stfsrlpr »£■ 

| srfe w w tt sjfirfeftif # *r£ f, sffe 
y-rr wfi %'wf-ar, JtRnrprxfr, fesfert s/k *t«t 
firftam ?w% ft 51 tr $r, 3 *r f? %, sfe ft, 
f^crrc ■ % fenmr grt«r feg f, sfr ^ppn 

^TfttfHlW, 195 6 ( 1.956 1 ) «Rf 'JR 49 % 

55T*fr?r <1 iff I I 


(i) a banking company .as defined in clause (<:) 
of section 5 of 'the Banking- Regulation Act, 
1949 (10 of 1949) ; 


5. . *f fefifer %• feu mmi *a 4^ fesrt 

^nptf:—# TcTth: if, f tt 4 if fstfor stwf *r *r 

fear qrr swjfsr TtfeSfet |, aft rt fertf f, 

Wferfe, fltr snf^ m fejrfer ?fix % fag ^prcoff fi qwrsr 
# fern Tfrtnrr i 3T?r trat'peVsrcr feat fefiro sjr % aetT if 
aftf tpt *m mxrt S smw# f, a«r 3-fet ffera if as aaa 
ftrarir % W’vrf aff-T attfe’ fair 'srnprr fe fra fer 
s*r u Tn alt | i 

[<w^r a. 12/5/86—at. gsr. s] 
tpr, tfart^rai' fafa «fti 

MINISTRY OF INDUSTRY 
(Department of Company Affairs) 

New Delhi, the 7th September, 1988 
ORDER 

O.S.R. 909(E) ,—In exercise of the powers < on- 
ferred by .sub-section '(4A) of section 227 of the 
Companies 7 Act. 1956 <1 of 1956} . read with the 
Notification of the Government .of India in the 
Department of Company Affairs,**No. GSR 113 (K> 
dated the J8th October, 1972 as amended from time 
in -ti*a* and ht supersession of the order No. GSR 
•ft">3 (£) dated the 7th November, .1975 except as re¬ 
gards things done or omitted to be done before such 
supersession, and after consultation- with tl»e Institute 
of C al tered Accountant of India (constituted under 
the Chartered Accountants Act, 1949 (38 of 1949), 
in regmd to class of companies to which this order 
applies and other ancillary matters, the Company 
Law Hoard hereby makes the following Order, na¬ 
mely 

!. Short title application and commencement.— 

(1) This Order may be called the Manufactur¬ 

ing and Other Companies (Auditor’s Report) Order. 
1988. ' 

(2) (a) It shall apply to every company including 
a foreign company as defined in Section 591 of the 
Companies Act. 1956 (1 of 1956) which is engaged 
of proposes to engaged in one or more of the follow¬ 
ing activities namely 

(i) Manufacturing, mining or processing: 

(ii) supplying and rendering services: 

(iii) trading; and 

(iv) the business of financing, investmetjjk chit 
fund, nidhi or mutual benefit societies. 

(h) It shall not apply to 


(ii) an insurance company as defined in section 
2(21) of the Companies’ Act. i*#56 (1 of 
1956); and 

(iii) a company licensed to operate under sec¬ 
tion 25 of the Companies' Act. 1956 (1 of 
1956). , 

(3) It shall come into force on the 1st day of 
November, 1988. 

2. Definitions : 

In this Order 

(a) ‘Chit fund”, “nidhi” or “mutual benefit” 
company means a company engaged in the 
business of managing, conducting or superv 
vising as a foreman or agent of any trans¬ 
action or arrangement by which it enters 
into an .agreement with a number of subs¬ 
cribers- that every one of them shall subs¬ 
cribe a certain sum of instalments for It de¬ 
finite period and that each subscriber, in 
his turn, as determined by lot or by auction 
or by tenderer in such other manner as 
may be provided for in the agreement, shall 
be entitled to a prize'amount, and includes 
companies whose principal business, is ac¬ 
cepting fixed . deposits from, and lending 
money to, members; 

(b) “finance company” means a company en¬ 
gaged in the business of financing, whether 
bv making loans or advances or otherwise, 
of any industry, commerce or agriculture 
and includes any company engaged in the 
business of hire-purchase, lease financing 
and financing of housing; 

(c) "investment company” means a company 
engaged in the business of acquisition and 
holding of, or dealing in, shares, stocks, 
bonds, debentures, debenture stocks, inclu¬ 
ding securities issued by the Central or any 
State Government or by any local authority, 
or in other marketable securities of a like 
nature; 

(d) . “manufacturing company” means a com¬ 

pany engaged in any manufacturing process 
as defined in the Factories Act, 1948 (63 of 

' 1948) ; 

(c) “mining company” means a company ow¬ 
ning a mine, and includes a company which 
carries on the* business of a mine either as a 
lessee or occupier thereof; 

(I) “proccssingpcompany” means a company en¬ 
gaged in the business of processing materi¬ 
als with a view of their use, sale, delivery 
or disposal; 

(g) “Service company” means a company enga¬ 
ged in the business of supplying, providing, 
maintaining and operating any services. 
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facilities, conveniences, bureaux and the 
like for the benefit of others; 

(h) "trading compapny" means a company en¬ 
gaged in the business of buying and selling 
goods. 

3. Auditor's report to contain matters specified in 
paragraphs 4 and 5 : 

Every report made by the auditor under sec¬ 
tion 227 of the Companies Act, 1956 (1 of 1956) on 
the accounts of even' company examined by him 
to which this Order applies for every financial 
year ending on any day on or after the commence¬ 
ment of this Order, shall contain the matters speci¬ 
fied in paragraphs 4 and 5. 

4. The matters to be included in the Auditor's Re¬ 
port ; 

The Auditor’s Repott on the accounts of a com¬ 
pany to which this Order applies shall include a 
statement on the following matters, namely 

(A) In the case of manufacturing, mining or pro¬ 
cessing company 

(i) Whether the company is maintaining pro¬ 
per records showing full particulars, inclu¬ 
ding quantitative details and situation of 
fixed assests; whether these fixed assests have 
been physically varifisd by the management 
at reasonable intervals; whether any mate¬ 
rial discrepancies were noticed on such veri¬ 
fication and if so, whether the same have 
been properly dealt with in the books of 
account; 

(ii) whether any of the fixed assests have beer 
revalued during the year; if so, the basis of 
revaluation should be indicated ; 

(iii) whether physical verification has been con¬ 
ducted by the management at i easonable 
intervals in uspeef of finished goods, stores, 
spare parts and raw materials: 

(iv) Are the procedures of physical verification 
of stocks followed by the management rea¬ 
sonable and adequate in relation to the 
size of the company and the nature of its 
business ? If not, the inadequacies in 
reach procedures should be reported; 

(\) whether any material discrepancies have 
been noticed on physical verification of 
stocks as compared to book records, and if 
so, whether the same have been properly 
dealt with in the books of account ? 

(vi) whether the auditor, on the basis of his exa¬ 
mination of stocks, is satisfied Lhat suck 
valuation is fair and proper in accordance 
with the normally accepted accounting 
principles ? Js the basis of valuation of stocks 
same as in the preceding year?, if there is 
any deviation in the basis of valuation, tile 
effect of such deviation, if material, should 
. be reported; 

2286 GI/88— 


(vii) if the company has taken any loans, se¬ 
cured or unsecured, from companies, firms 
or other parties listed in the register main¬ 
tained under section 301 of the Companies 
Act, 1956 (1 of 1956), and)or from the com- 

E anies under the same management as de- 
ned under sub-scetion (Ilf) of section 370 
of the Companies Act, 1956 (1 of 1956), 
whether, the rate of interest and other 
terms and conditions of such loans are 
prima facie prejudicial to the interest of 
the company; 

(viii) if the company has granted any loans, se¬ 
cured or unsecured, to companies, firms or 
other parties listed in the register (s) main¬ 
tained qnder section 301 and|or to the com¬ 
panies under the same management as de¬ 
fined under sub-section (IB) of section 370 
of the Companies Act, 1956 (1 of 1956). 
whether the rate of interest and other terms 
and conditions of such loans are prima facie 
prejudicial lo the interest of the company; 

(ix) whether the parties to whom the loans, or 
advances in the nature of loans, have been 
given by the company are repaying the prin¬ 
cipal amounts as stipulated and are also re¬ 
gular in payment of the interest and it not 
whether reasonable steps have been taken' 
by the company for recovery of the princi¬ 
pal and interest; 

(Vi is there an adequate internal control proce¬ 
dure commensurate with the size of the 
company and the nature of its business, for 
the purchase of stores, raw materials, includ¬ 
ing components, plant and machinery, 
equipment and other assets, and for the 
sale of goods; 

(xi) whether the transaction of purchase of 
goods and materials and sale of goods, 
materials and services, made in 
pursuance of contracts or arrangements en¬ 
tered in the register (s) maintained under 
section 301 of the Companies Act, 1956 (1 
of 1956) as aggregating during) the year 
to R$, 50,000|- (Rupees fifty thousand) or 
more in respect of earh party, have been 
made at price which are reasonable having 
regard to prevailing mayket prices for such 
goods, materials, or services or the prices at 
which transactions for similiar goods or 
services have been made with other parties; 

(xii) whether any unserviceable or damaged sto¬ 
res, raw materials, or finished goods, are 
determined and whether provisions for the 
loss, if any, have been made in the accounts; 

(xiii) in case the company has accepted deposit 
from the public, whether the directives is¬ 
sued by the Reserve Bank of India and the 
provisions of section 58A of the Companies 
Act, 1956 and the rules framed thereunder, 
where applicable, have been complied 
with. If not, the nature of contraventions 
should be stated; 
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relative jobs, commensurate with its size 
and nature: of its business; 


(xiv) is the company maintaining reasonable re¬ 
cords for the sale and disposal of realisable 
-by-products and scraps, where applicable; 

(xv) in the case of companies having a paid-up 
capital exceeding Rs. 25 lakh as at the com¬ 
mencement of the financial year concerned, 
or having an average annual turnover exce¬ 
eding Rs. 2 crofes for a period of three con¬ 
secutive financial years immediately pre¬ 
ceding the financial year concerned, whe¬ 
ther the company has an internal audit sys¬ 
tem commensurate with its size and nature 
of its business; 

fxvi) where maintenance of cost records has been 
prescribed by the Central Government 
under section 209(1) (d) of the Companies 
Act, 1950 (1 of 1956), whether such accou¬ 
nts and records have been made and main¬ 
tained; 

(xvii) is the company regular in depositing Pro¬ 
vident fund and Employees’ State Insurance 
dues with the appropriate auihority and if 
not, the extent of arrears of Provident Fund 
and Employees' State Insurance dues shall 
be indicated by the auditor; 

(xviii) whether any undisputed amounts payable 
in respect of income tax, wealth tax, sales 
tax, customs duty and excise duty were out¬ 
standing, as at the last day of the financial 
year concerned, for a period of more than 
six months from the date they became pay¬ 
able; if so, the amounts of such outstanding 
dues should be reported; 

(xix) whether personal expenses have been char¬ 
ged to revenue account; if so, the details 
thereof should be reported ; 

(xx) whether the company is a sick industrial 
company within the meaning of clause (o) 
of sub-section (1) of section 3 of the Sick 
fndustrial Companies (Special Provisions) 
Act, 1985 (I of 1986); if so, whether a re¬ 
ference has ben made to the Board foi In¬ 
dustrial and Financial Reconstruction 
under section 15 of that Act; 

(B) In the case of a service company : 

(i) all the matters specified in clause (A) to 
the extent to which they are applicable; 

(ii) whether the company has a reasonable sys¬ 
tem of recording receipts, issues and con¬ 
sumption of material and stores and allo¬ 
cating materials consumed to the relative 
jobs, commensurate with its size and nature 
of its business; 

(iii) whether the company has a reasonable sys¬ 
tem of allocating manhours utilised to the 


(iv) whether there is a reasonable system of 
authorisation at proper levels, and an ade¬ 
quate system of internal control com¬ 
mensurate with the size of the company 
and the nature of its business, ou issue of 
stores and allocation of stores and labour to 
jobs. 

(C) In the case of a trading company : 

(i) all the matters specified in clause (A) to 
the extent to -which they are applicable ; 

(ii) have the damaged goods been determin¬ 
ed and if the value of such goods is signi¬ 
ficant, has provision been made for the 
loss ; 

(D) In the case of a finance, investment, chit 
fund, nidbi or mutual benefit company ; 

(i) all the matters specified in clause (A) to 
the extent to which they arc; applicable: 

(ii) whether adequate documents and records 
are maintained in a case where the com¬ 
pany has granted Joans and advances cm 
the basis of security by way of pledge of 

. shares, debentures and other securities; 

(iii) whether the provisions of any special sta¬ 
tute applicable to chit fund, nidlii oi 
mutual benefit society have been duly com¬ 
plied with; and 

(iv) if the company is dealing or trading in 

shares, securities, debentures and other in¬ 
vestments, whether proper records have 

been maintained of the transactions and 

contracts and whether timely entries have 
been made therein; also whether the 
shares, securities, debentures and other in¬ 
vestments, have been held by the company 
in its own name except to the extent of 
the exemption, if any, granted under sec¬ 
tion 49 of the Companies Act, 1956 (1 of 
1956). 

5. Reason to be stated for unfavourable or qualified 

answers ; 

Where, in the Auditor’s Report, the answer to 
tmy of the questions referred to in paragraph 4 is 
unfavourable or qualified, the Auditor’s Report 
shall also state the reasons for such unfavourable 
or qualified answer, as the case may be. Where thi. 
auditor is unable to express any opinion in answer 
(o a particular question, his report shall indicate such 
fact together with the reasons why it is not possible 
for him to give an answer to such question. 
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